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1 . FOLLOWING IS TEXT OF LETTER FROM FINANCE MINISTER 
SIMONSEN TO SECRETARY BLUMENTHAL, DATED AUGUST 14, AND 
GIVEN TO EMBASSY FOR TRANSMISSION: 

BEGIN TEXT: 

DEAR MIKE: 

IN ADDITION TO MY LETTER OF AUGUST 9, 1 WOULD LIKE 
TO CONVEY TO YOU SOME IDEAS ON THE ISSUE OF SUBSIDIES AND 
COUNTERVAILING MEASURES. 

IT IS MY UNDERSTANDING, AND I BELIEVE IT IS ALSO 
YOURS, THAT A PERMANENT AND EQUITABLE SOLUTION TO THIS ISSUE 
SHOULD BE SOUGHT INA MULTILATERAL CODE THAT WOULD SPELL 
OUT CLEAR RULES ON THE USE OF SUBSIDIES AND COUNTER- 
MEASURES. 

BRAZIL IS ACTIVELY PARTICIPATING IN THE DISCUSSIONS 
ON SUCH A CODE AND, FOR ITS SUCCESSFUL CONSULUSION, 

IS WILLING TO CONSIDER UNDERTAKING NEW RESPONSIBLITIES 
IN THIS AREA, AS A SUBSTANTIAL CONTRIBUTION TO THE 
MULTILATERAL TRADE NEGOTIATIONS AS A WHOLE. 
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HOWEVER, THE CODE SHOULD CONTAIN OPERATIVE 
PROVISIONS WHICH WOULD PLACE ON THE DEVELOPING 
COUNTRIES LESS STRINGENT OBLIGATIONS WITH REGARD 
TO THE DEFINITION OF PROHIBITED SUBSIDIES AND THE 
APPLICATION OF AVAILABLE COUNTERMEASURES, ESPECIALLY 
THOSE ENVISAGED UNDER ARTICLE XXIII OF THE GATT. 

AS A MATTER OF FACT, THE DRAFT CODE INTRODUCED 
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BY THE UNITED STATES AND OTHER DEVELOPED COUNTRIES AT 
THE MTN RECONGNIZES THAT SUBSIDIES CAN PLAY AN 
IMPORTANT ROLE IN THE DEVELOPING STRATEGIES OF 
DEVELOPING COUNTRIES. 

ON THE OTHER HAND, WE HAVE SPECIFIC BILATERAL 
PROBLEMS PENDING IN THE AREA OF COUNTERVAILING 
DUTIES. PARTICULARLY WITH RESPECT TO THE TEXTILE 
CASE, I FEAR THAT, IN THE EVENT OF A DECISION THAT 
WOULD HARM THE BRAZILIAN INDUSTRY, AN INTERNAL 
CLIMATE UNFAVORABLE TO AN AGREEMENT IN CONNECTION 
WITH THE CODE MAY DEVELOP. 

FOR THAT REASON IT IS IMPORTANT THAT A SATISFACTORY 
SOLUTION FOR THE TEXTILE CASE BE FOUND. I ALSO HOPE 
THAT THE UNITED STATES WILL BE ABLE TO CONSIDER 
WAIVING THE IMPOSITION OF COUNTERVAILING DUTIES 
NOW AFFECTING BRAZILIAN EXPORTS. SUCH WAIVER WOULD 
GREATLY FAVOR THE NEGOTIATIONS. 

I AM AWARE THAT THE WAIVER AUTHORITY OF THEU.S. 
EXECUTIVE WILL EXPIRE ON JANUARY 4, 1979, BUT I AM 
CONFIDENT THAT, GIVEN THE PROSPECT OF SUCCESSFUL 
AGREEMENTS IN THE MTN, THE U.S. CONGRESS WILL EXTEND 
THIS AUTHORITY. 

FRANCISCO DORNELLES, WHO WILL BE LEADING MY 
DELEGATION IN WASHINGTON THIS MONTH, WILL BE ABLE TO 
DISCUSS THESE IDEAS WITH U.S. OFFICIALS. 

FINALLY, I DEEM IT IMPORTANT THAT, AS A RESULT 
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OF THESE COMING DISCUSSIONS, BOTH SIDES CAN HAVE A 
CLEARER AND MORE PRECISE PICTURE OF THE RESPECTIVE 
POSITIONS ON THIS ISSUE, AND CONSEQUENTLY BE ENABLED 
TO TAKE THE NECESSARY DECISIONS. 

COMPLIMENTARY CLOSE. END TEXT. 

2. ORIGINAL OF LETTER BEING POUCHED TO TREASURY. 

SAYRE 
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